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LETTERS OF TRANSMITTAL 


May 1, 1957. 
To Members of the Senate Committee on Agriculture and Forestry: 

For the information of members of the committee and others, there 
is transmitted herewith a staff report on cost and margin trends in 
the baking industry. 

This study provides factual information on the relative importance 
of such cost items as ingredients, packaging and wrapping materials, 
advertising and promotion, labor, taxes, and others, as well as the 
changes which have occurred during the 10-year interval covered by 
the report. 

ALLEN J. ELLENDER, Chairman. 
Hon. AtLEen J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear SENATOR ELLENDER: Submitted herewith is a staff report on 
cost trends in the baking industry. This is the first in a series of 
reports dealing with costs and margins which are involved in the 
marketing of agricultural commodities. 

The staff received full cooperation from members of the baking 
industry, who voluntarily provided information upon which the 
report is based, from the fiesta of Agriculture, and others. 

Henry J. Casso, Staff Economist. 





PRELIMINARY REPORT ON COST TRENDS IN 
THE BAKING INDUSTRY 





FOREWORD 


This is the first in a series of reports by the Senate Committee on 
Agriculture and Forestry dealing with costs and margins involved in 
the marketing of agricultural commodities. 

Producers of agricultural commodities are particularly interested in 
the difference between farm and retail prices and for several reasons. 
First, because marketing costs are relatively rigid any pressure on 
prices is more than apt to be reflected in lower farm prices; second, 
although marketing costs rise more slowly than farm prices, rigidity 
tends to maintain the increases; and third, higher retail prices are 
frequently blamed on farm producers. 

Consumers are interested primarily in what the food dollar can buy. 
They question why low prices for agricultural commodities are not 
reflected in low retail prices. 

The marketing system is interested in costs because it is their desire 
to provide consumers with increased amounts of goods and services 
at lowest possible prices. 

The Congress is interested because they are responsible, on the one 
hand, for the formulation of policies, and the enactment of laws which 
will contribute to a healthy, prosperous, and stable agricultural 
economy, while at the same time consumers are provided with food 
and fiber, in such amounts as they desire, at fair and resonable prices. 
All of this must be accomplished within the framework of the American 
way of life. 

Costs and margins in marketing agricultural commodities 

Total costs for marketing farm products have increased steadily in 
recent years. Reasons for increases are expansion of products mar- 
keted, increases in marketing services, and rising costs of performing 
marketing services. 

This has resulted in a widening of the spread between farm and 
retail prices. In 1956 farmers received about 40 percent of the con- 
sumer’s dollar as compared to 53 percent in 1945. 

Indications are that the trend in marketing costs will likely continue 
its steady rise of recent years. 

Objectives of the studies 

The committee has undertaken the study of price spreads prin- 
cipally in order to develop a better understanding of the changes and 
the reasons for changes in marketing margins and costs. 

Specifically the committee was desirous of obtaining information 
on sales and cost components, such as advertising and delivery 
expenses, labor costs (including fringe benefits), compensation to 


officers, taxes, profits, dividends, raw materials costs, and capital 
investment. 
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This report deals with trends in the baking industry, while future 
reports will treat with costs involved in other processing ‘and servicing 
agencies dealing with agricultural commodities. 

Annual data were requested from a national sample of baking 
companies for the years 1945 and 1950-55. Both multiplant and 
single-plant companies were included. 

Data for the year 1955 were tabulated for all of the companies. For 
a smaller number of companies, data for all years were tabulated to 
analyze trends in costs and profits. Data are shown separately for 
the multiplant and single-plant companies. Group averages were 
computed from the available schedules. 


COSTS AND PROFITS IN 1955 


Multiplant companies 


A total of 24 companies with more than 1 plant each reported sales 
for 1955. These sales totaled almost $1.6 billion for 473 plants, or an 
average of about $3.3 million per plant. Of the $1.6 billion sales, $1.0 
billion was reported by 5 large baking companies each having sales 
> $100 million or more in 1955. These 5 companies operated 265 
piants. 

Data for 19 of the 24 companies that reported substantially all items 
on the schedule in 1955 are summarized in table 1. Cost of ingredients 
used in bakery products and wages and salaries of employees each 
amounted to about one-third of total sales. The remaining third was 
distributed among cost of packaging and wrapping materials, delivery 
expense (other than wages and salaries), depreciation allowance, taxes, 
other costs, and profits. Of these the cost of packaging and wrapping 
materials was the largest single component. 


Taste 1.—Multiplant and single-plant baking companies: Specified cost and 
profit items as percentage of sales, 1955 











19 multiplant 38 single-plant 
companies ! companies 2 
(430 plants) 
Item 
Actual Percentage Actual Percentage 
(thousands)} ofsales j{(thousands)) of sales 
NE RIOR, sia a ecaichctana wlacrera uur cia pebalers sitacnahe $1, 365, 013 100.0 $113, 484 100. 0 
Nl da od le ncnmman wanes Deca BIO Bec catne dace RUE bisincdlasice 
Expenses: 

Pemmreten O08 e fs is isacins ides deaesce odtapunaes 448, 766 32.9 39, 622 34.9 
Bakery products purchased! or resale__._..._...__.- 3, 694 .3 1, 157 1.0 
Packaging and wrapping material___.........-_-. 96, 864 7.1 6, 766 6.0 
Advertising and promotion_.............---.---.--- 51, 241 3.8 2, 389 2.1 
Delivery, other than wages and salaries-_--_-...--- 67, 613 5.0 4, 332 3.8 
Wages and salaries of employees............----.--- 446, 894 32.7 38, 743 34.2 
Fringe benefits to employees--.-_........-...------- 17, 531 1.3 1, 632 1.4 
Social security taxes on wages and salaries_..____- : 10, 064 ad 906 8 
Compensation of officers. ...............-...-----.. 5, 016 4 1, 594 1.4 
Depreciation allowance_-...__..._-- : 30, 998 2.3 2, 556 2.3 

Taxes (other than social security, income, “and 
excess profits) ._ Bie Soli ef ce cece il ee 11, 439 .8 569 5 
Items not specified 3... __ 1. babu eal 73, 295 5.3 8, 304 7.3 
wegmes Oelepe tenes. 2 ce eed 101, 598 7.4 4,914 4.3 
Income and excess profits taxes__._....._......--------- 52, 725 3.8 2, 656 2.3 
Net profits (after taxes)_........__--- Tee ae teen 48, 797 3.6 2, 258 2.0 


1 An association of bakeries furnished a combined report for 58 plants of subsidiary companies. This 
association was counted as 1 company. 

2 Includes 39 plants; 1 company operated 2 plants in 1955. The 38 companies includes 25 wholesale, 
5 wholesale and retail, 4 retail, and 4 home-delivery companies. 

3 Other plant and office expense, including insurance, light and power, fuel, machinery and building 
repairs and maintenance, office supplies, and other expense. Computed as a residual (sales less specified 
costs and profits). 
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Other costs include a variety of expenses such as fuel, light and 
power, repairs and maintenance, and other miscellaneous manufac- 
turing and office expense. Companies were not asked to report these 
items but they were obtained as a residual in the tabulation of the 
data. For some companies other costs also may include the cost of 
stale returns. Companies were asked to report net sales less discounts 
and allowances. 

Compensation to officers (including stock benefits and other ben- 
efits) amounted to 0.4 percent of sales. For the 16 companies that 
reported the number of officers, the average number per company was 
6, with an average compensation per officer of $33,400.' The averages 
ranged widely from a low of $10,600 to a high of $78,800, but officers 
of only 2 companies average more than $42,000. Companies were 
asked to report compensation to officers by three categories: salaries 
and commissions, stock benefits, and other benefits. Most companies 
reported only salaries and commissions, but 7 companies with 56 
officers reported average benefits of $2,940 per officer. 

As a proportion of gross margin (sales less cost of ingredients and 
cost of bakery products purchased for resale) labor costs amounted 
to about one-half. The cost of packaging and wrapping materials 
was 10.6 percent of the gross margin; Sac expense, 7.4 percent; 
advertising and promotional expense, 5.6 percent; and other costs 
(residual), about 14 percent. Net profits (after taxes) were 5.3 per- 
cent of the margin. 


Single-plant companies 

Similar data for 1955 are tabulated in table 1 for 38 single-plant 
companies. The sales per plant averaged $2.9 million dollars—a 
little less than the average for the multiplant companies. 

Some differences may be observed between the data for the two 
groups in table 1. For the single-plant companies, cost of ingredients 
is a slightly higher proportion of sales and labor cost is also a higher 
proportion. However, if wholesale single-plant companies are com- 
pared with the multiple-plant companies, which are principally 
wholesale companies, labor costs are a lower proportion of sales. 
Labor is of relatively more importance in both retail and home-delivery 
companies than in wholesale companies. 

Compensation of officers is also a larger percentage of sales for the 
smaller companies. This may be related to the relatively larger 
ratio of officers to total labor force and sales volume for the smaller 
companies. Net profits per dollar of sales were markedly lower for 
the single-plant companies than for the multiplant companies. 


TRENDS IN COST AND PROFITS, 1945-55 


Multiplant companies 


A total of 18 multiplant companies were able to supply all informa- 
tion for the entire period, 1945 and 1950—-55.2, The major cost items 
and profits from these returns are summarized in table 2. The num- 
ber of plants remained almost constant over this period, which may 
indicate that there was no marked trend toward consolidation of 


1 An association of bakery companies which was counted as 1 company in table 1 reported over 100 officers. 


ae these are included, the average compensation per officer was $21,502, of which $648 was other than 
salaries 


2 Data for 1955 in table 2 do not agree with those in table 1 because of the larger number of companies in- 
cluded in table 1. 
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bakery companies in this period. However, some companies may 
have acquired additional plants which they then shut down or liqui- 
dated. Also, the companies were not specifically asked to report all 
plants of companies acquired by mergers so that plants in subsidiary 
companies may have been omitted. Average sales per plant doubled 
during the 10-year period, from $1.6 million to $3.2 million. Most of 
this increase represented price rises so that the actual increase in 
average volume per plant between 1945 and 1955 was small. (Ac- 
cording to BLS indexes, wholesale prices for bakery and cereal prod- 
ucts rose about 85 percent between 1945 and 1955 and prices of 
bakery products increased relatively more than prices of other cereal 
products.) 


TABLE 2.—18 multiplant baking companies: Cost of specified items and profits as 
percentage of sales, 1945 and 1950-56 } 


Item Unit 1945 | 1950 1951 1952 1953 1954 1955 





Number of plants | Number 407 405 400 397 411 417 
See... 5.---. Million dollars__} 663.8 | 986.2 | 1,094.3 | 1,149.9 | 1,205.8 | 1,273.6 | 1,348.1 
Sales per plant aaa dol- | 1,603 | 2, 423 2, 702 2, 875 3, 037 3, 099 3, 233 
ars. 
Pires 2025 waste Percent k 100.0 100. 0 100. 0 100.0 100.0 100. 0 
Ingredient cost. __- .do aa “Si. § 35. 6 36. 34.2 33.8 33.9 32.9 
Cost of bakery products des . 2 ‘ iS -2 3 3 
bought for resale. 
Packaging and wrap- |-_--- k 6 ; .4 7.1 s Tt 
ping material. 
Advertising and promo- — Oe ; .6 ; ; 2.8 3.0 3.8 
tion expense. 
Delivery expense, other |_- : ‘ : ‘ s 5.0 4.9 
than wages and sal- 
aries. 
Wages and salaries of 
employees 
Fringe benefits to em- 
ployees. 
Social security taxes-____- 
Compensation of officers. 
Depreciation allowance__ 
Taxes other than social 
security, income, and 
excess profits. | 
Items not specified 2_____|.__- 
Profits before taxes. .___- 
Income and excess prof- 
its taxes. 
Net profits (after taxes) __|-_--- a pecnieeede. (eee 5. 3. i : a 3.6 


— bw 


conor 
enren 








1 An association of bakeries furnished a combined report for 58 plants of subsidiary companies. This 
assocation was counted as 1 company. 

2 Other plant and office expense, including insurance, light and power, fuel, machinery and building 
repairs, and maintenance, office supplies, and other expense. Computed as a residual (sales less specified 
costs and profits). 


Ingredient costs as a percentage of sales declined from 37.5 percent 
in 1945 to 35.6 percent in 1950 and 32.9 percent in 1955. The pri- 
mary reason probably was the relative decline in costs of flour (the 
principal ingredient used by bakeries) relative to trends in wage rates, 
cost of packaging materials, and costs of other materials and supplies 
used by baking companies. 

Wages and salaries paid by these baking companies, as a proportion 
of sales, increased slightly throughout this period—from 30.7 percent 
in 1945 to 32.7 percent in 1955. As a percentage of the gross margin 
(sales less ingredient costs), however, wages and salaries remained 
almost constant throughout the period because the gross margin also 
increased as a percentage of sales. Fringe benefits (pension funds, 
health and welfare funds, and other nondirect wage payments) 
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reported by these companies increased from 1 percent of the wage bill 
in 1945 to 4 percent in 1955. This is part of a general trend in the 
economy toward increased fringe benefit payments to labor. Social 
security taxes on wages and salaries were about 2 percent of the wage 
bill in each year. 

Advertising and promotional expenses tended to increase in recent 
years at a relatively faster rate than other expenses—increasing 
from 2.6 percent of sales in 1950 to 3.8 percent of sales in 1955. 

Other cost items such as packaging and wrapping materials, delivery 
expense, compensation to officers, depreciation allowances, and taxes 
made up a relatively stable part of the sales dollar. There was a slight 
tendency for noningredient cost components to increase relative to 
sales because of the declining proportion represented by ingredient 
costs. 

Total profits of these companies increased over this period so that 
profits per unit also have increased as total volume apparently did not 
increase appreciably. Profits as a percentage of the sales dollar 
measure the importance of profits to retail prices or farm-retail price 
spreads. But rate of profits to sales is not as important a measure of 
profitability as return on investment. The latter ratio measures the 
earning power of that part of the total investment in which the stock- 
holder has an interest. Profits and dividends as related to stock- 
holders’ equity are discussed later in this report. 


Single-plant companies 


Table 3 gives a summary of trends in cost and profit items for 18 
single- plant companies similar to that given in table 2 for multiplant 
Cc ompanies.® 


TABLE 3.—18 wholesale baking companies with 1 plant each: Cost of specified items 
and profits as percentage of sales, 1945 and 1950-55 


| 












































Item Unit 1945 | 1950 | 1951 1952 1953 | 1954 | 1955 
| | 
Number of pjants....._- | DO aecisas. 18 18 18 18 18 18 18 
Total sales hike exbtiie Thousand dollars.| 22,187 | 41,166 | 46,709 | 49,909 | 51,948 | 55,111 56, 157 
Sales per plant. .......-- Bs ks gsh Ms snails Secteaiieaas. 1, 233 2) 287 2,595 | 2,773 | 2,886 3, 062 3, 120 
Sales. idle teeta Percent_- caenaiieana: te 100. 0 100. 0 100.0 100.0 100. 0 100.0 
Ingredient cost ; 551 Oe innnael | 42.4 38.2 36.8 36.8 36. 1 36.8 36. 4 
Cost of bakery products ee a net ane 1.7 1.8 | 2.0 2.2 2.4 2.2 2.1 
bought for resale. | | 
Packaging and wrap- |_---. Wes ak 6.3 7.3 7.9 | 7.7 ae 7.6 7.7 
ping materials. | 
Advertising and promo- |_---- Qik 2.0 2.8 | 2.8 2.9 3.0 3.0 2.9 
tion expense. 
Delivery expense other |_..-- ii cack lerecacsanatate 5.2 5.4 | 5.6 5.4 5.5 5.6 6.1 
than wages and sala- | | 
ries } | 
Wages and salaries of |.....do_..........-- | 24.6 26.3 26.0 27.0 28.0 28. 5 | 28.0 
employees. | | | 
Fringe benefits to em- |_....do_.....__.._. .8 -9 | 6 .8 | .7 | ell u 
ployees. | 
Social security taxes___..}.....do............- a) .6 .6 .6 .6 ae We 
Compensation of officers.|.....do_..........-- 2.3 1.8 | 1.9 1.8 1.8 1.7 1.7 
Depreciation allowance ._|_...- Phase ie ckee ar 2.4 2.5 | 2.6 2.6 2.5 2.6 
Taxes other than social |____- Oi sicaiii nies .6 5 | 5 5 | 6 6 | aa 
security, income, and | 
excess profits. | | 
Items not specified !_..._|....- eS te ee 6.9 6.4 8.3 6.9 7.2 6.5 7.2 
Profits before taxes. ...../.....d0............ 5.0 5.6 4.5 4.8 3.8 3.6 3.0 
Income and excess prof- |_.._-. Oiinoscbenctitiaels 2.1 2.3 2.2 2.6 2.1 1.9 1.6 
its taxes. 
Net profits, after wid iced Bei gibson 2.9 3.3 2.3 2.2 1.7 1.7 1.3 





1 Other plant and office expense, including insurance, light and power, fuel, machinery and building 


repairs and maintenance, office supplies, and other expense. Computed as a residual (sales less specified 
costs and profits). 





3 Data for 1955 in table 2 do not agree with those in table 1 because of the larger number of companies 
included in table 1. 
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Sales per plant averaged about as high for these companies as for 
the multiplant companies. The increase in average sales, however, 
was greater between 1945 and 1955. Cost items as related to sales 
followed the same general pattern as for the large companies. The 
only marked exception was in profits, which showed a more or less 
steady decline in the period 1950-55. Profits as a percentage of sales 
averaged lower in 1955 than for any other year reported. 


CAPITAL INVESTMENT AND DIVIDENDS 


Companies were asked to report dividends, stockholders’ equity, and 
total investment in plant and equipment less reserves for depreciation. 
This information, together with allowances for depreciation and net 
profits after taxes, is summarized in tables 4 and 5 for companies that 
reported these data over a period of years. A number of the smaller 
companies included reported that they paid no dividends. If this 
item was left blank the company was not included. The companies 
with more than one plant are the same as summarized in table 2. The 
17 single-plant companies of table 5 include retail and home-delivery 
companies as well as wholesale companies; therefore, the coverage is 
not the same as in table 3. 


TaBLe 4.—-Baking companies with more than 1 plant: Sales, stockholders’ equity, 
investment, profits and dividends, 1945 and 1950-55 } 


















































| | | 
Item 1945 (414 | 1950 (407 | 1951 (405 | 1952 (400 | 1953 (397 | 1954 (411 | 1955 (417 
| plants) plants) plants) plants) plants) plants) plants) 
ae 5 a 
Million dollars 
acest i ind, ciliata 
| 
Sales_____. _a-e------| 663.8] 986.2 | 1,094.3 | 1,149.9] 1,205.8 | 1,273.6 | 1,348.1 
Stockholders’ equity____. Pooee 229. 0 334.0 | 343.5 355. 0 366. 9 386. 5 401.9 
Investment 2_____ i 140.7 239. 7 258. 9 269. 1 273.7 294. 5 310.6 
Depreciation allowance___- 10.3 | 21.8 24.3 26.1 26.7 27.8 30.5 
Net profits (after taxes) __._.---| 23.7 50.3 40. 1 42.3 48.4 45.9 48.4 
Dividends -___---- iienae 18. 5 30.5 | 30. 1 30. 5 30. 2 30.9 34.1 
Percent 
Net profit as percentage of sales 3.6 5.1 3.7 3.7 4.0 3.6 3.6 
Net profit as percentage of 
stockholders’ equity---....-- 10.3 15.1 11.7 11.9 13.2 11.9 12.0 








1 Same companies summarized in table 2. 
2 Total investment in plant and equipment less reserves for depreciation. 
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TABLE 5.—Baking companies with 1 plant each: Sales, stockholders’ equity, invest- 
ment, profits and dividends, 1945 and 1950-55 ' 


























Item 1945 | 1950 1951 1952 1953 | 1954 | 1955 
Thousand dollars 

NE at ea 26, 962 52, 187 58, 077 61, 584 64, 306 68, 896 71, 165 

Stockholders’ equity -- aetaseesen 5, 671 11, 921 13, 034 13, 880 15, 066 16, 257 17, 316 

Investment ?____......-- — 4, 176 13, 697 14, 155 13, 037 15, 551 15, 510 16, 099 

Depreciation allowance___..__- 465 1, 255 1, 483 1, 574 1, 674 1, 679 1, 748 

Net profits (after taxes). ._.__- 636 1, 874 1, 489 1, 460 1, 343 1, 420 1, 363 

DONE 5 « innceeceesin soul 113 307 384 393 386 389 398 

! 
Percent 

—_ oreo ees eee oor) 

Net profit as percentage of sales_ 2.4 3.6 2.6 2.4 2.1 2.1 1.9 
Net profits as percentage of 

stockholders’ equity__..___-- 11.2 15.7 11.4 10.5 8.9 8.7 7.9 


' 


PTE are Fae LT ee We 





112 wholesale, 1 wholesale and retail, 1 retail, and 3 home-delivery companies. 1 home-delivery company 
had 2 plants in each year except 1945. 
2 Total investment in plant and equipment less reserves for depreciation. 


Multiplant companies 


Both sales and investment for the 18 large companies doubled be- 
tween 1945 and 1955. The ratio of sales to investment has remained 
rather stable since 1950, ranging between 4.1 and 4.4, compared with 
4.7 in 1945. Depreciation allowance in 1955 was almost three times 
the amount in 1945. Ratio to investment remained relatively stable 
at 9.1 to 9.7 percent from 1950 to 1955; depreciation allowance was 
7.3 percent of investment in 1945. 

The net profits to sales ratio was the same in 1954 and 1955 as in 
1945—3.6 percent. The largest ratio, 5.1 percent, was in 1950. This 
was the last year of five (1946-50) in which profit ratios generally 
were high compared with periods before and since. Net profits after 
taxes as percentage of stockholders’ equity were also higher in 1950 
than in other years summarized. With the exception of 1950, there 
was little change in this ratio. For four of the years the ratio varied 
only from 11.7 to 12.0 percent, compared with 10.3 percent in 1945 
and 13.2 percent in 1953. 

Dividends have declined relative to sales—from 3.1 percent of sales 
in 1950 to 2.5 percent in 1955. The proportion of net profits paid 
out in dividends was 60 percent in 1950 and 75 percent in 1951, with 
later years falling between these percentages. In 1945, dividends were 
78 percent of net profits. 


Single-plant companies 


In 1950-55 sales ranged from 3.8 to 4.7 times the amount of invest- 
ment in plant and equipment (less reserves for depreciation) for 17 
single-plant companies, compared with 6.5 percent in 1945. 

Sales of the single-plant companies increased by about the same 
percentage as sales of the larger companies between 1950 and 1955, 
but net profits declined. The ratio of net profits to sales was 1.9 
percent in 1955 compared with 2.4 percent in 1950. The ratio of net 
profits to stockholders’ equity declined during the same period from 
15.7 to 7.9 percent, compared eith 11.2 percent in 1945. One of the 
largest of these 17 companies operated 2 plants in 1950-55 and only 1 
in 1945. 

The proportion of net profits paid out in dividends is much less for 
the single-plant companies than for the larger companies, ranging 
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from 26 to 29 percent during 1951-55. The percentages are low, 
partly because a number of the companies reported no dividends paid, 


OTHER COMPARISONS 


The sample was designed to include various types of bakeries: 
multiplant and single-plant companies, chain-store bakeries, retail 
bakeries, wholesale and home-delivery bakeries, bakeries primarily en- 
gaged in baking bread, and those baking a variety of products. Other 
details asked which were not included in tables 1 to 3 included a 
breakdown of ingredient costs as follows: the purchase cost (delivered) 
of flour used in bread, flour used in other bakery products, other ingre- 
dients used in bread, other ingredients used in other bakery produc ts. 
Wages, salaries, and commissions were listed in three categories: pro- 
duction employees, selling and delivery employees, and other em- 
ployees (excluding officers and directors). Some of the analyses con- 
templated from these data were not possible because the kind of 
information required was not available from some types of baking 
companies. Some tables and limited analyses are discussed in this 
section. 

Breakdown of wage and salary cost 

For all bakeries reporting payroll information by class of sapere 
in 1955, wages and salaries paid to production employees were 42 
percent of the total, selling and delivery employees 45.6 percent, andl 
other employees 11.9 percent. These proportions, however, varied 
markedly between companies and by type of company. In table 6 
these data are shown for all years for the two groups of wholesale 
bakeries—multiplant and single-plant companies. In both groups, 
wages paid to production employees declined steadily relative to 
wages paid to selling and delivery employees. The proportion of 


wages paid to other employees reported by each group remained 
quite constant. 


TABLE 6.— Wholesale baking companies: Wages and salaries of production, delivery, 
and other employees, 1945 and 1950-55 


20 COMPANIES WITH MORE THAN 1 PLANT 











Percentage of total wages and salaries 
Bey) } eee Ee Rae ET ee sees ees re 
Year and salaries 
(thousands) | Production | Selling and Other 
| employees delivery employees 
Percent | Percent Percent | 
1945 | $219, 517 48.0 39.8 | 2.2 
1950 Rel 340, 276 45.6 | 41.5 12.9 
1951 . 371, 174 45.1 | 43. 1 | 11.8 
1952 400, 520 45.0 43.3 11.7 
1953 427, 932 44.2 43.9 | 11.9 
1954. _- 451, 980 43.4 | 45.0 | 11.6 
1955 482, 208 42.8 | 45.1 12.1 
18 COMPANIES WITH 1 PLANT EACH 

| 
1945 2 | $5, 714 51.2 41.4 7.4 
1950 a . ‘ 10, 830 46.5 45, 6 7.9 
1951_. 12, 156 45.3 46.7 8.0 
1952 13, 452 44.6 47.5 7.9 
1953 : inl 14, 544 43.4 48.6 8.0 
1954 ; 15, 307 42.8 49.3 7.9 
1955 a 15, 733 42.8 | 49. 2 8.0 
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Data for 1950-55 were obtained for three retail banking companies; 
they reported an average of 52 percent of their wages for production 
employees, 43 percent for selling and delivery employees, and 5 per- 
cent for other employees. These proportions remained constant 
throughout the period. Four bakeries of the home-delivery type re- 
ported an average of 25 percent for production employees, 66 percent 
to selling and delivery employees, and 9 percent to other employees 
during the same period. These percentages also were relatively con- 
stant over the period. The greater proportion of wages going to sell- 
ing and delivery employees for home-delivery bakeries reflects, of 
course, the different type of operation. 


Ingredient costs 


Twelve large baking companies reported data on breakdown of in- 
gredient costs in sufficient detail to be included in a summarization 
in table 7. As pointed out earlier, total ingredient costs as percentage 
of sales declined steadily. During 1950-55 an average of about 70 
percent of the total cost of ingredients in bread went for flour. This 
proportion was quite constant in this period but higher than the 66 
percent. reported for 1945. The cost of flour used in bread declined 
from 28.1 percent of sales in 1950 to 25.3 percent in 1955. 


TABLE 7.—12 large baking companies: Cost of flour and other ingredients used in 
bread and other bakery products, 1945 and 1950-55 


| | Rae ad Sv ta ane , 7 
Item | 1945! | 1950 1951 | 1952 | 1953 | 1954 | 1955 


Thousand dollars 


Bread: | | 
Sales | 256,152 | 506,766 | 560,039 | 594,443 | 626,332 | 675,758 | 717,902 
' J —- inl a os lianas tin aah inleieal - - — —_ 


Cost of ingredients: | 
Flour 72, 293 | 142, 398 | 151, 612 | 155,921 | 159,748 | 175, 766 | 181, 499 
Other 37,147 | 58,991 | 69,174] 68,648| 70,155 | 76,391 | 75,478 


252, 157 | 256, 977 


Total 109, 440 | 201,389 | 220,786 | 224, 569 | 229, 903 


Other bakery products: 
Sales | 311, 203 567, 625 


441, 279 492, 842 | 513, 621 | 539, 195 | 546, 648 


Cost of ingredients | | 





Flour. | 27,879 | 38,954 43,528 | 44, 860 43, 307 42,606 | 45, 566 
Other - 73,643 | 96,578 | 115, 408 108, 776 | 119,586 | 122,072 | 122,925 
Total 101, 522 | 135,532 | 158,936 | 153, 636 162, 893 | 164,678 | 168, 491 
saaosaaael A lh tallied 
| Percent 
Bread: | mt ick Peres Pe ae 
Ingredient cost as percentage of | | 
sales: | 
Flour ~at 28. 2 | 28. 1 27.1 26. 2 25. 5 26. 0 25. 3 
Other. 14. 5 | 11. 6 | 12.3 11.6 11.2 11.3 10.5 
Total | 42.7 39. 7 39. 4 | 37.8 | 36. 7 37.3 35.8 
Flour cost as percentage of cost of | 
all ingredients 66. 1 70.7 68. 7 69. 4 69.5 69. 7 70. 6 
Other bakery products: 2 a 
Ingredient cost as percentage of | 
sales: 
Flour... | 8.9 8.8 8.8 8.7 8.0 7.8 8.0 
Other. 23.7 21.9 | 23. 4 21.2 22. 2 22.3 21.7 
Total ; 32.6 | 30.7 | 32.2 29.9 30. 2 30.1 | 29.7 
Flour cost as percentage of cost of | | 
all ingredients J | 27.5 | 28.7 27.4 29. 2 26. 5 25.9 | 27.0 


1 11 companies in 1945. 
2 Some companies made bread only. 
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The trend in cost of other bread ingredients as a percentage of sales 
was downward from 12.3 percent in 1951 to 10.7 percent in 1955, 
compared with 14.5 percent in 1945. The cost of flour used in other 
bakery products also declined relative to sales. The cost of flour 
relative to total ingredient cost and to sales is believed to be more 
representative for bread than for other bakery products, for which a 
larger sample would be needed because of the greater variation among 
companies. 

Flour accounted for a slightly smaller proportion of the total amount 
paid for bread ingredients by the 14 single-plant companies (table 8). 
It is probable that the smaller companies baked more specialty breads 
that required a larger expenditure for nonflour ingredients. 


TaBLeE 8.—14 baking companies with 1 plant each: Cost of flour and other in- 
gredients used in bread and in other bakery products, 1945 and 1950-66 




































































Item 1945 1950 1951 | 1952 | 1953 | 1954 | 1955 
Thousand dollars 
Bread: | . | 
a PEP Ee 14, 000 | 27, 625 | 30, 492 | 32, 465 33, 687 36, 335 37, 145 
Cost of ingredients: F at 
EE sieientall 3, 942 7, 338 7, 907 8, 213 8, 332 9, 279 9, 406 
Other. ____... ; -.| 2,273 | 3,542] 4,232] 4,505] 4,405| 4,834] 4,882 
_  Oaeaeeee al ean 6, 215 10, 880 12, 139 12, 718 | 12, 737 14, 113 14, 288 
Other bakery products: ! 
I oe eS 4, 420 6,021 | 7,263 7, 984 8, 282 8, 321 9, 125 
Cost of aN | 
on eee ee ee ree 301 493 663 757 769 761 801 
Wein cecace na settoeaes 1, 683 2, 004 2, 288 2, 314 2, 410 2, 370 2, 374 
Re Ss ey a 1, 984 | 2,497| 2,951| 3,071] 3,179] 3,131| 3,175 
Percent 
Bread: ee ee ee ee a eS 
Ingredient cost as percentage of 
sales: 
I hls ee as a ae 28.2 26. 6 25.9 25.3 24.7 25. 5 25.3 
Other_.__- . ile ay eae 16.2 12.8 13.9 13.9 13.1 13.3 13.1 
EN ak 44.4 39.4 39.8 39. 2 37.8 38.8 38.4 
Flour cost as percentage ‘of cost of 
all ingredients _- Kionetale 63. 4 67.4 85.1 64.6 65. 4 65.7 65.8 











Other bakery products: ! 
Ingredient cost as percentage of 








sales: 
ON igiiite ack crdiedadeap one ma aacckadin 6.8 8.2 9.1 9.5 9.3 9.1 8.8 
san csi caciesecmacsnnonwes 38. 1 33. 3 31.5 29.0 29. 1 28. 5 26.0 
nies caik cach avant acide or 44.9 41.5 40. 6 38.5 38. 4 37.6 34.8 
Flour cost as percentage of cost of 
i ee eee 15.2 19.7 22.5 24.6 24.2 24.3 25. 2 





1 Some companies made only bread. 
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BREAD FORMULA 


The baking companies were asked to report typical quantities of 
ingredients used in white pan bread and the number of pounds of 
bread made, per 100 pounds of flour. Data from 20 multiplant and 
28 single-plant companies were summarized. The large firms had a 
total of $820.8 million of bread sales in 1955; bread sales of the single- 
plant companies totaled $63.8 million. 

The principal ingredients and average quantities for large com- 
panies were: shortening, 3.9 pounds; nonfat milk solids, 3.5 pounds; 
and sugar, 7.9 pounds. The shortening was practically all lard. 
Average quantities for the group of small companies were: shortening, 
3.7 sane nonfat milk solids, 3.7 pounds; and sugar, 6.9 pounds. 
The number of pounds of bread per 100 pounds of flour averaged 155 
for the large companies and 160 for the small companies. There was 
considerable variation by companies. 

Although ingredients other than shortening, milk solids, and sugar 
were not reported by enough companies to provide reliable averages, 
some information on quantities of yeast, yeast food, salt, dough im- 
prover, and mold inhibitors was obtained from the schedules. 


O 





